
' :
- 

I9EPH M'-E-U€TON 
'

conRr oF rr# DrsrRrcr u*,"++Iil#p*liJ,t!

APR I 1979

)
)
)
)

trILED

)
)
)
)

l l

t_

04i,u)'P 
7u' //?/

r sul,,RroR

TN( DIVISION

I{ILIIAU and CHRISTINE lItJNfER, )

Petlt loners

V .

DISTRICI OF COLU!@IA,

i . '

Docket No. 22L2

Reepondent

OPINION AND ORDSR

The petttLonere appeal frm an lncone tar a8se8smlt

nade agalnet them for taxable year 1971 ln the amount of

$111417.16. The tax, together wlth asseesed intereot, tfas

pald on January 11 , L973. The asseso@nt reeults frm the

denlal of deductlsno for logeee clafuned on thel.r 1971

Dlstrlct of Colur$la Incooe Tax Rstutn.

Thla court hao jurLsdlctlon to hear thlo eppeel

pnrcuant to D. C. Code 1973, $$11-1201 and 47-2403.

The partles offered testhony and entered tnto attpula-

tlqns of fact end s8lpulated the admtsslblllty of a ntrnber

of documnts. The seeonttal fects are undlsprted, thoce

factc bolng ao fol.loreg:

1. PEtttlonero, Ifll{lao and Chr!.etine Eunter, husband

and wlfe, nalntaLned e place o€ abode wlthln the DLsrrtct o€

Coluubla, 46L2 Brondywlno Streot, N.!t., Waohington, D.C,

froa Auguot 1, 1969 throrgh Sepreuber 30, LglL,

2,, On or about October 1, Lg7L, pcttttoners ebendmcd

thclr plecc of abode ln the Dlrtrict of Goludia and occuplcd
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8 resldence approxinately one nlle froo the Dlatrlct tln},l'' 
t

ln Hontg@ry Cornty, Maryland.

3. Frm Septeober 1, 1969 through Decenber 31, L97L

and for a perlod thereaftel, petlt loner, wll l ian Hunter na8

a full-t im eroployee of the Unlted Scares Departnent of

Justlce wlth hla offlce ln the Dietrict of Colunbia.

4. Peti.tlcrers tLuely ftled a Dtsrrict of coluobla

Jotnt regldoot lndlvldual lncom tax return for the perlod

comnclng JanuatT 1, 1971 end endlng septenber 30, 1971,

elatnlng rn overpo]rloent and nefund of Dlstrict of colullbla

tncoc taxGr lu tho anount of $t,031.21.

5. on or obout Doceuber 6, L972, petltlonere, tJllllan

and ChrletLno lirmtor, flled an arnondod Jolnt reEldent

Dletrlct of Colur"bla lncm tax return for the full calendar

year 1971 on whlch they clalned an overpay$€nE and refirnd

of Diotrlct of Colunble lncrc taxes ln the emount of $759.39.

6. The Dtotrict of colunbia asseaeed additlonal tar

froo petltlqnors for 1971 on or about Decerber B, Lg02 L^

thc aoount of 99,938.71 and laterest ln the anount of $397.55

rhlch as8c8s@nt wos pald by pet{t!.qrera on or obout

Jauuary 12, L973, ond pett8lonere aleo palcl sddl.tjonal

lDtereot ln tho saount oE $49.69, all payncats belng under

protGgt.

7, FotlBtoocrs ho\ro avsllable aB a crodlt ogeinot thclr

1971 Dlscrlct of col,unbLo tneoms tcr ltabil lcy, $i.r111.g9

conprloed of, Dts8rlct of Colusbla lncorc tex wirtrhol,ding of

9690,96 end a L97O o\rsrps)rnsnt credlt of 9430,93.
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8. Durlng 1971 petLtloner, r{i l l tan Hunter, was rhc J'

princlpal, tf not so1e, support of hie fanrly, petlt loner,

ChrLgttne F. Hunter, not belng enployed.

9- Durlng the entlre carendar year Lg7L, petl.t loner,

chrlstlne Hunter, hras a one-thlrd partner in the Flgher

Faplly PartnershLp.

10. Tho Fraher Fanr.ly partnerahlp was f orud on

Auguat 8, 1969 tn order to purchase and develop certaln

unlmprazed real estate located in goca Raton, Florl,da.

11. The arrar€orents for the real estate purchaoe

and the flnancln8 had orlgtually been in the indtvldual

partnerat narces as lndivlduale but, on advlce of ccrngel.

the partneroh{.p wos fsrned and title to the real cstac€

nras takcn tn the partnorohipre naDe.

L2, The Floher Fcorly partnerehrp conriucted no

acttvlttoe and hori no {.nco'ec durtng 1921 othcr than $61000.00

rental lncotie from o related corporatl,on to whlch lt lcesed

a portlon of tts roa1 esgase €or dovel0pcene purpooee aad

lnterest on the noto rocelwd oo thc gsie of part of ltr real

Gstatc ln Octobcr 1971,

13. Thc docrn pojreEut for the real eotat@ wae financed

by thc lndtvlduol portnora dcpoolttng securltLeg wlth tho

Northern Tnret coo:pany of chicago, rlltno{.s, and gueronteelng

8 $3,6001000 looa frotn that llar& whlch had becn ortglnolly

errangod ln BhoLr nctraE la lndlvtdual0, th@ Bank hevlng ao

rccurlty lntoreet ln thc roel propqrty.
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L4. Throughout 1971, petlt ioner, Chrletlne F. ttrot"tJ,

had 31,791 ahares of Monsanto Company 2,75 perccnt cum.rlattve

preferred atock pledged as collateral on the partnershlp 1oan.

15. The dtvldends on the Monsanto preferred etock welc

depoel.ted ln an account of petlttoner, ChrLetlne F. Hunter,

at'the Merchants Natlonal Bank ln Cedar Raplds, Iowa, o\rer

whlch hcr father had el.gnature authorlty.

16. PetLtLoner, Chrlstlne F. Hunter, roede contrlbutloos

to the Fl.oher Fanlly Partnerehlp tn 1971, lncludtng the

Mdrsanto dlvldende, ln the aggregate aloount of $3681298 of

which amouat $3371329 was contrlbuted between Januery 1, 1971

and Septeuber 30, 1971.

L7. The Fleher Fantly Partnerehlp had an ordlnary loee

of $464.125 and a capLtal  lose of  $317,802, dur lng the

calcndar year L97L, petitloner, Chrlsttne liunterf e ahare bclrg

9fS4,533 ordlnary loos snd $105,818 capltui loac.

18. Ths net loos of the Flshcr Fani.ly Portmrehlp for

thc perlod Jarnrs? 1, L97L through Septoabor 30, 1971 wu

$tA6 1627.L0, represetrtfurg $4S0r039.35 cash expeadlturer fsr

Lntcrest, property toxee end accotmtlng feoo plus nl,nc ooathe

depreclattcr of $87.75 leeg alne ncrths r@nt of $4,500,

petltloner, Grrlctlne Huater'g ohare of euch nct loel bctag

$148 ,875 .70 .

19. Petltioner, Chrtgtlne F. Hrmter, tncluded on tht

Jolnt pert ycrr L97L Dtetrtct return, ae orlglnrlly ftlcd

$85r771.50 ln dlvldondr on the Mqneanto Cmprny prof,errrd

ctock orcncd by hcr and pledged or coltateral f,or the
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pertnerohtp bank loan at the Northern Tnrsr Company and 
)

=::
:€-: Lncluded $114 ,362,00 of such divldends on the auended
:

- Dlstr ict retuln ft led by petlrLoners.
:.
:.: 20. petttloners filed a conbtned Jolnt Maryland::"
+=
:i lncooe ter returrr for the perlod October 1, 1971 throrgh
:-n::

: Dceenber 31, 1971 reflecting tot81 tax due to Maryland
===
.=.=:: of $11642.00.
==.:
3€::j
:; 2L. On guch l{aryland ter( return, petltl.crere,
::.-

;.F 
rclylng on the advlce of l,taryland tax authorltles, clalned m1y

:.::.

ag: onc-fourth of the loae fr@ the Fleher Farnlly partncrehlp
=::=::
.:T.E'.i.
.=::r for the calendar year 1971.
=i=::
=-.=.: 22. Stlpulated ae a part of the record in thls cage
:i
.3:F:i
F:13;. ltere the followlng: Dlstrict of Colunbla Tax Return for
3:'.E'.l;

=g1 
the perlod Januarr l, L}TL throrgh septenlber 30, 1971

l!.i:Ti.'j
;::iij:: (stlp. Ex. 1-A ), Arccnded Dlstrtct of colunbla rncorne Tax
= f i  t ! a l . . -  rE - -  r L -  ^ - l ^ - - r - -
.-=j: Retun for the colendsr ysla 1971 (stlp. Ex. 2-B), Federal
::=:
=ii=i Incoc Ta:r Return for calondar )'eer L}TL (Stlp. Ex. 3),
i::31'
,JJ..

#i ltaryland Incme Tax Roturn for the pcrtod October 1, 1971
-......::

=..=i 
through Deceuber 31, L97L (stlp. E:(. 4), Fleher Faatly

:..:-
,# Partnerehlp Agreencnt (St{p. E:r. 6), Federol partnerahl.p

:::... I:'::'i' Return for Fieher Faotly Partnerahlp for calendor year 1971i::3.
=:=;
=-=i (Stlp. Ex. 7), Cagh ltcee{p8o and Disbursc@nt Journal for
==i
';pj the calender y@sr L971 oo the Flsher Fanlly Forrnerahlp
='-: t-:-';.=...:. (stlp. Ex. 8), cloolag Journal Entty for the Ftahcr Faully=:=tt'V!fr: 

r
:,.::.jii: Partaerahlp for calendar year L9TL (sttp. Ex. 9), Audttod
Vtl=
:::::::i: Flnaoclal statocent for eaiendar yGar L}TL of ths Floher:=:.li=:i:.

:=:ii:', Fanlly Partnerehlp (stlp. Ex. 10), coplee of cheekg drenr
-::-::

-:..:..:'.::
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on the account of Christine Flsher Hunter

che Ftsher Famlly Parcnershlp durlng 1971

,
- ,  ; \

to the order of )

( s t lP .  Ex .  11 ) .

I I

Aa has already been noted, the petlttoners -alntaLncd

a placc of abode Ln the Dlstrict of Colurnbia during the

perLod Jarn:ary 1, L97L to September 30, 1971. The dlspute

tn thlr caae arLsee froo the petltlonere attcmpt to taka a

loas qr thetr 1971 Dletrict Lncooe tax teturn ln an euount

representtng petltloner Chrlstlne Hunterrs ehare of a loea

reported by the Fisher Famlly Partnerehip for calcndar ycar

Lg7L. The Dlstrlct denLed the loss on the grounds thst,

eLnce the partnershlp wae on a calendar year tax baolo, the

logs dld not occur for tax purposes untll che end of tho

partnershlpre taxable year, ln ttrts case December 3i, 1971,

at nhlch tLn3 tho pot{.tloners n€re no longer reetdente and

no longcr eubJoct to tho ta:(. To-etate tt dtffetently, th.

Dlstrlct argueo thet tho getlcLoners taxable year endcd on

Septenber 30, L97L, ttrat they wore requlred to report all

Lncono .arncd up to that date and were pernltted any deductlone

or loesea orrly up to that date, that elnce the partnerahlp

losa corld not be deteralnad untl1 Decenber 31, 197L, thet

thaB datc ras aloo tho date for petltlonere proportlm of

the partnorohlp loas and slnce thet date fell wlthour thc

potltlon€rs taxoble yoar, they eould not dcduct thrt lotr oa

tholr lncom tax rotum.

Thc petitiqrarr connc.r with thr.. argutrantr. Flrlt

thcy cont.nd that they ar'! cntLtl.d to ftlc e trx rrturn for
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the entlre calendar year 1971, to lnclude all Lncome earned'

durlng that yesr but tak{ng all deductlons and loeaeg for

thst yeer as rrcll. Although it le unuaual to have a tarpaycr

rcque8t to have hls taxable perlod extended so thet he le

requlred to report addltlonal lncooe, the obvlous advantego

lu thls case ls that tt wanld nake the petltlonerg t8x year

the sare ae that of the partnershlp and nould avol.d the problco

now raleed ln thts case. Seeond, they contend that lf thcy

are not permLtted to flle for the entLre year, they are

entltled to prorate both thelr income and loseee, on the bagts

of 9/L2rha of the cal.endar year, those losses to lncludc .thclr

proportl.on of the logseg lncurred by the Flsher Farolly Partner-

shlp whlch were detorralned as of December 31, L97L. Thoec

loaeee of course would be proraced and the partiee hanc

Itlpuletsd thoee flguroo. FLnally, they argue that ln thc

Grrent thcy can do notth@r of the 'sbo\re, thoy should be

pemltted to exclude frm lncoe, dlvldends on stock plcdgod

ae collatcrel for the partnershl.p 1oan.

III

The petttto'ners flret argu@snt qrst be reJected slnco

they are oaly regutrod under Dtstrlct of Colwabla 1er to

fl1c a r€turn for thelr taxablc yoar. It lo not clear frm

thc rsccd whether th@ potlttmsrs noro or mro not doolclllarLor

of the Dfutrtct of Colur.bla uotll Septctrber 30, 1971, but ln

eny.vonc, lt le cl.oer thag 
lh"y 

rcrc |trseldent8fr oo Ctrst

tern la deflned !n D, c, code L973, 647-1551c(s) and thsro€orr

rgltld bc rrqul,rcd to flh and pay Dletrlct of colrnbLl tuct.

. - .  I
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SeccLon 47-1551c(s) deflnes "reeident as any lndlvldual ) '

doroLctled wtthln the Dlstrict on the last day of the taxable

year and every other lndlvidual who maintalns a place of

abode wlthln the Dlstrict for more than seven months of the

taxable year, whether doalcl led ln the Dlstr lct or notrr, I f

not domlclled here, lt has been atlpulated that they llved
LI

here for oner seven months ln 1971 and were therefore rrresldentgrr.

Stnce the rccord does not suggest that, they were domlcltlarleg

for the entlre calendar year, thelr Lncme wae taxable only

by vlrtue of tholr nslntainlng an abode ln the DietrLct of

Colunbla for more thsn seven months ln 1971. Ilolrever, once

they nwed frm tho DLgtrlct, and not beLng dmlclled here,

they rrcre no loager llsble for the tax. Therefore, they ncre

not rcqulrod to fllo and rcport lncme earned for the perlod

bcglturlng October 1, 1971 and were nor enttcled to take

deducttonr for loeaoa ariolng after that date. Cf,. DlstrLct of

Colurr5la v.  @[g, 95 U.S. App. D.C. 311, 371 F.2d ,964 (1967)

ccrt. den, 386 U.S. 1034 (L967>. Accordtngly, thlo Court holde

that th€ petltlonors, not belng doolclllarlee of the Dtstrict of

Coluubla, wore Dot r@qulred or entltled to fl1e lnc@ tex

!/ The petltlonorc csuLd have prcvatloci ln thcf.r orgutrent
thot they ohotrLci bo pcalai.etod to ftlo coci poy f;or che entlre
co.l.ondor yeca L97L lf thcy hed bcen do:rlcLlod {.n the Dtstrlct
tn 1971 aad had aot sccnu!.red a new dcaeicile prl.or to
Docoaber 31 of,!!1! ycl!:, .s. gster or cqllrs v. I&EE:g,,
?11 urQ. M\ (1.f4X); i,ju,.t"!q:€, v.l:h.i-rE:,, Z-O 0,s. applb.c.
L73, 133 F. 2d :925 (ig:oI,tt5rnn.:Tii'iilTfrr:rlec ol ccii.-:*n.
370 A,2d L327 (D:9r |pp.-L?'iDTfr;^".vffi66(D.c. ltun. Agp. 1957)i-Jsreos v. ffi ', t3ffi.2'd 5go (D.c.
ltua. App. L957r,
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and cntitled to flle lncome tax recurns for the perlod

durtng whlch they actually mal.ntaLned an abode ln the

Dlstr ict of columbla, thar perlod belng January 1, LITL

through Septenber 30, 1971.

w
petl.tlonere argue next that lf rhe court concludea that

they roay fl1e I return only for the perrod January. l, 1921

thrargh septeober 30, 1971, they should nevertheleee be

a110wed to deduct any 10ssee Lncunred by the partncrehlp for
that perLod. The DLstrl.ct opposes the argument on the grounds

thst Alnce the partnerehlp hras qn e calendar year basl.e, lte

logeca co'ld noc be deterulned unttl the end of the taxablc

that elnce that date falls nlth_

year, the deductlons rhould noc

i

pron1.elono

1e f,ound et

gowrntng the taratlon of lncouc

D. C. Corie Lgl3, g4l-L5l4c,



The above sectlon prorldes thet a partner shal1 be llable

for a tax only in hls lndivldual capaclcy and that euch tax

le aesegsed in the sare manner as agalnst any other Lndlvldual.
--:--

The conputatlon of the net lncome of the partner lncludes hle ;-'--'-

distributlve ehare of the partnership, whether lt hae actually

been dletrlbuted or noc. Thts portLon of sectlon 47-1574e

a88u$8 that the partner and partnershlp ahare the saEe tsxable

ye8r. Horcver, the sectLon goes on to prwido that ln the

e\rent the partner and pattnershtp do not share the sam carable

year then tn co'mputtng the partnerrs n:t i.nce: one urgt Lnclude

the partnerrs dLetrlbutlve share of the n:t i.ncoqnr of thc

psrtDershlp for any accountlng perlod, of the partnerehlp

rrendlng wtthln che taxable year upon the bastg of nhlch thc

psrtnerre net tncqre le cooputed.tt

The key word {n the srarute ts !g! l4g. Net lncom

la deflned ae trthe grooe Lncm-of a tsxpayer lees thc

deductlonsfr he ls ollo$ed under the statute. D, C, Codc Lgl3,

Sectlqr 47-L557. Lncluded as deductlons allowed are loaece

of the neture trvolwd tn thig case. See D. C. Code L973,

Sectlqr 47-L557b. lfbors thc partner aod the psrtnerahtp arc

o,n dlffereot toxablc ye€ro, lt le necesoarJr to detenninc thc

psrtDorshtpra not lncooe for *any accountlng porlodtt ending

rlthlo thc partnetrrs tE:coble yoar. undor tho faccs of thlr

caso, ln doterrtnlng the Dot tncmo of thc psrtnorohtp, tt

1g nocogoary flret to d@terolno tho tncms ond doductl,mr of

thc partnerohLp for lts taxable yesa and thcn detorolne what

proportlon of thst net lnco@ te attrl,butod to the rccormGlng
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i  -  -  _  : \I perLod falllng on or before the end of the partnerts ta$pld- t
ir--.,-= year, ln thte case Septenber 30, L97L. Thus, net lncone
J:

- . j :

.= $rould take lnto consLderatlon the pertnerts share of the

-=;
15i logrea prorated to hls taxable year.
i.:-

-==ji In short, thLs Court concludes that tn cmputlng the 
:

=-
'::. - : = P G t i t l o n c r 8 i n c r e f o r t h e t a x a b 1 e p e r l o d 1 n q u e s t 1 o n , t h c
t::: 

:.-.:-
g parcner le pernttted to deduct any losses whlch may be
-# i',=, Dtoporly attrlbuted to che pertnerrs taxable year where thtt ,--::-: f

---:=
- - -  l

.= taxable yeat le not the eane a8 the taxable yeer of the :
r = :

'€ 
partnerehlp. Here, both eldes agree that that flgure ts :

.-.::
':1; eaelly ascertalned and have so atlpulated. Thle Court
..-..:=' ' -

::€ therefore holda that the petttloners were entltled to doduct ,' :- 

:he{r orooortLon of lncoae deductl-ons and loesen frora tha 

:'
"---:.:':€ thelr proportl.on of lncone deductLons and losoee froo tha
-:=
_..:.
=,Par tnersh tp fo r theper1odJanuary1 '197 ] ' th roughSeptcobor30 '-+'-:.-:.

:= 
1971. The potltloncrs share of those losses ntrst obvlarely :

.:= bc proratcd to lnclurie orly 9/12ths of what would have been
.:::

= thc partnerahlpts tsxable year.

:= thlr holdlng le consf.stent wlth other prwleLons of
" :  

-  - - e  

'

: - , :
= the Dletrlct of Colubta taxlng stacutes whlch al1or for
-=:=
,-€ the flllng of a tox return for a fractl.oosl psrt of a
==

=ca1eadar .or f1oca1 'yeor ,D.c .CodeL973,$47-1551c(k) '-.-"-

j= whtch prwlde that I co:spoyer EBy prorote eaenptlons for
-::=

:= dependents, D. C. Code L973, 947-L5674(f), and whLch rsskc a :
' : :

j= rlnllar prwlolou €or prorstlng the orerapcLon allowod to
. : , i  J

=* unlncorporgtod buelnsso@o, D. C. Code L973, #7-L574e, 
:

:.=
= : : : = .  r n | . -  - - - r  -  - t - ^ t  r - -  ! L -  - - - * ! ^ ^  - r r - - - A { - -  ^ -  - ^ - r - ^  

:

-- rhe caaes clted by the psrtles aa@ not dlrecCly on polnt,
. : . - . : : . .  r  - - -  

J  
- - - - -  t

l7:i
=:E do not addrcas the Dletri.ct of Colunbla taxlng stetuto, and .
=E

.;;;. ueed not be csoEtdered bere,
VE
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rn vtew of Ehe courtfs ruling that the petlt loners rnay

deduct thetr proportlonate share of losees to the trisher

Fantly partnershlp, the court need not go on to conelder the

thlrd argurent nade on behalf of che petr.tr.onere.

ORDER

In vtew of the aborre, it le hereby

ORDERED that the petltLoners are entltlod to deduct

from thelr fractlonar year retura flled for the perlod

January 1, 1971 throrgh Septeober 30, Lg7L, thelr pro_

portLonate thsre of the l0eses lncurred by the Fleher Feully

Partnerehlp, whlch losEee could not be determi.ned untll

Deceober 31, LglL, thoee loegea to be prorated for the

p€tlttonerc taxablo year, rhat belng 9/I2the of ealendar

yesr L97L, End tt Le frrrther

ORDERED that tho potlttonere- ehal1 subntt to the courr,

e proposed order settlng forth the anouut of the rofirnd

together wlth any Lntorost to be pald accordlng to law,

wlthln ten daye of the ciote of thl.s ordEr and ehall

slsultaocouoly subnlt a copry of thet order to ths offlce of
2 t

the Corporatlon Couuoef end 1t 1g firrthor

ORDERED rhst the corporatLon cqrnselre o€flce shall

haw ton daya lrtthln rohich to f,{lo any obJectims co thG

forrq or c@p,lrtetloos cmGarned tn that order, end that lf

!/ Tho propocod orcior shel1 sct forth the datc! ofpa]rn@nt of ths texes.
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such obJectLons are

the court w111 deeo lt  that the Distr ict sccept6 the

computatLons set forth by the petitloner, and the order

w111 be slgned as submltted by the petltloners'

Date: AprLl 5, L979

I{1111en H. Bradf,ord, Jr., Eog.
L776 F Street, lJ.[ l.
I{aehlngton, D. C, 20006

Melvln !traahingtoa. Xcq.
Aeeictant CorPoratlon Cotrneel

CcPlos :a i  i . :  I
t o  ; : r i 5 . : ,  .  ; -

4

not f l1ed wlEhln that ten-duy perlod, 
J

6W'4'/ tY'
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